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SUMMARY 


Enactment of the Food Security Act of 
1985 (farm bill), and recently announced 
programs authorized by it are the most 
important factors currently shaping the 
outlook for grain farmers. 

On January 13, the 1986 loan rate for 
corn was set at $1.92 a bushel, the lowest _ 
level possible under the new law. Loan rates 
for wheat and other feed grains were reduced 
similarly. Farm prices should fall along with 
the loan rate reductions. Target prices are 
frozen by law at their 1985 levels ($3.03 for 
corn). Thus, potential deficiency payments 
are up sharply since last year, particularly 
since large portions are not subject to the 
$50,000 payment limitation. 

The required acreage reduction for feed 
grain program participants is 17.5 percent, 
plus a paid (in-kind) land diversion of 2.5 
percent. An “underplanting" provision gives 
producers deficiency payment protection on 92 
percent of their permitted plantings if they 
plant at least 50 percent of their permitted 
acreage to the program crop. The 1986 
programs initially required cross—compliance 
for wheat and feed grains, but technical 
amendments to the legislation are under 
consideration that could modify this provision 
and others. Signup for the 1986 programs was 
delayed. Signup is now set for March 6 to 
April 11. 

The deficiency payment for corn is 
estimated at $1.03 a bushel. Producers may 
request 40 percent of their total anticipated 
deficiency payment at signup. Three-fourths 
of the advanced deficiency payments are 
payable in cash; the other fourth is payable in 
kind. The rate for the 2.5—percent paid land 
diversion for corn producers is set at $0.73 a 
bushel. Advanced deficiency and diversion 
PIK payments will be available between May 1 
and September 30, 1986. 

All PIK entitlements for advance 
deficiency or diversion payments will be 
provided in the form of a dollar-valued 
generic certificate. Producers with 
commodities under regular, special, or 
farmer—owned reserve loan with CCC at 
signup must redeem the loans to satisfy their 
PIKs. The volume of commodities that may be 
redeemed for PIK will depend on the per—unit 
value as announced by the CCC on the day 
redemption is made. Flexibility in the use of 
generic certificates is causing great 


uncertainty about the level of corn 
redemptions this summer. Private analysts 
have estimated that less than 300 to more 
than 450 million bushels of PIK corn will be 
made available. 


Cash payments to producers for 


“commodity loans, deficiency payments and 


diversion payments for 1986 crops will be 
reduced by 4.3 percent under the 
Gramm-—Rudman-—Hollings Act. This 
effectively will reduce price and income 
support levels, although in-kind payments and 
acreage conservation reserve payments will 
not be affected. 

The farm bill's various export promotion 
mechanisms will help U.S. corn and sorghum 
sales. The biggest single stimulus will come 
from the reduced loan rates for coarse grains. 
High loan rates, along with other factors such 
as the high-valued dollar, caused U.S. corn 
sales to fall 17 percent from 1981/82 to just 
over 41 million tons in 1985/86. Meantime, 
world exports fell only 8 percent, as other 
exporters appeared willing to expand sales at 
almost any cost. 

The near term impact on export activity 
is likely marginal. Over 50 percent of 
expected 1985/86 exports has already been 
shipped or sold. During the next few months, 
sales activity should be brisk, but sales during 
the summer quarter may suffer considerably 
as importers delay purchases in anticipation of 
sharply reduced grain prices. U.S. exports 
during 1986/87 may rise substantially. 

U.S. feed grain production in 1985 was 
estimated at 274 million metric tons, up 16 
percent from 1984's 237 million. Record corn 
and sorghum crops and a near-record barley 
crop contributed to the bumper harvest. 
Disappearance during October--December 
dropped below a year earlier to 74.9 million 
tons, leaving a near—record 242.3 million in 
stocks on January 1, 1986. The slowdown was 
accompanied by massive placements of grain 
in Government price—support loan programs. 
The loans have supported prices, but at levels 
below loan rates. 

Feed grain plantings in 1985 totaled 128 
million acres, of which 111.5 were harvested 
for grain, 4 percent above 1984. Corn 
accounted for 82 percent of feed grain 
production in 1984 and 1985. Record yields 
per acre for corn (118 bushels), sorghum (66.7 
bushels) and oats (63.6 bushels) contributed to 









a record composite feed grain yield of 2.46 
million tons per acre, 11 percent above 1984. 

Disappearance for October--December 
1985 was below a year earlier because of 
declines in exports and feed and residual 
disappearance. Exports were 14.6 million 
tons, down from 18.2 million in fall 1984. 
Barley exports declined 22 percent, and corn 
exports showed the largest tonnage drop—-—2.3 
million tons. 

Feed and residual disappearance last fall 
declined roughly in line with expectations 
based on the decline in grain—consuming 
animal units. Much of the decrease was in 
cattle on feed, largely offset by increases in 
broiler and turkey production. Hay and forage 
shortages and harsh winter weather in the 
Northern Plains and Mountain States have 


created extraordinary feed requirements there. 


Food, seed, and industrial use of feed 
grains was up 6 percent during 
October-December 1985, reflecting strong 
growth in ethanol production and especially 








strong high-fructose corn syrup production 
through December. 

Placements of 1985—crop corn under 
regular 9-month CCC loans have already 
exceeded 2.7 billion bushels and will likely be 
around 3 billon. This is likely to cause free 
stocks to tighten before the marketing year 
ends, leaving the possibility open for a price 
rally in late spring. However, the tight free 
stocks situation will be somewhat alleviated 
by the advance in-kind payments. Bad 
weather or other crop-—reducing events would 
also strengthen prices into the 1986/87 
marketing year. 

Although the farm price of corn was well 
below loan in the fall quarter, any outstanding 
loan or forfeited corn will be counted in the 
season's average at the loan rate of $2.55. 
Thus, the 1985/86 season average corn price is 
likely to fall between $2.30 and $2.50 per 
bushel, marking the first year since 1967 that 
the season average price did not exceed the 
loan rate. 












FEED GRAIN SUPPLY AND USE 


The last estimate of the season put 1985 
feed grain production at 274 million metric 
tons, up 16 percent from 1984's 237 million. 
Record corn and sorghum crops and a 
near—record barley crop contributed to the 
bumper harvest. However, disappearance 
lagged behind 1984 for the October-December 
quarter at 74.9 million tons, leaving a 
near-—record 242.3 million in stocks on January 
1, 1986. The slowdown in use was 
accompanied by massive placements of grain 
in Government price-—support loan programs, 
which supported prices, although at levels 
below loan rates. 


Last year's feed grain plantings covered 
128 million acres, of which 111.5 were 
harvested for grain, 4 percent above 1984. 
Corn accounted for 82 percent of feed grain 
production in 1985 and 1984. Record yields 
per acre harvested for corn (118 bushels), 
sorghum (66.7 bushels), and oats (63.6 bushels) 
contributed to a record composite feed grain 
yield of 2.46 million tons per acre, 11 percent 
above 1984. 


Disappearance for October-December 
1985 was below a year earlier because of 
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declines in exports and feed and residual 
disappearance. Exports were 14.6 million 
tons, compared with 18.2 million in the fall of 
1984. Of the four feed grains, barley exports 
showed the biggest relative drop at 22 percent 
of a year earlier. Corn exports had the largest 
tonnage drop, 2.3 million, from the fall 
quarter of 1984. 


Feed and residual disappearance was 52.8 
million tons in October-December 1985, 1.1 
million below the same period in 1984. This 
drop was roughly in line with expectations 
based on the decline in livestock and poultry 
numbers weighted by feed requirements, or 
grain consuming animal units (GCAU's). This 
year, there are an estimated 77.8 million 
GCAU's on hand, compared with 78.9 million 
in 1984/85. Much of the decline is in cattle on 
feed, largely offset by increases in broiler and 
turkey production. Also, although hog 
inventories are low, production capacity 
remains near previous years because of a 
greater rate of pigs saved per litter and 
heavier slaughter weights through 1985, which 
are likely to continue in 1986. Hay and forage 
shortages, along with harsh winter weather in 










the Northern Plains and Mountain States, have 


created extraordinary feed requirements there. 


In contrast to exports, feed, and residual 
disappearance, FSI use of feed grains was up 6 
percent during October-December 1985, 
reflecting strong growth in ethanol production 
and especially strong high fructose corn syrup 
production through December. 


Farm Bill 


By far the most important recent 
development in the outlook for grain farmers 
has been the enactment of the Food Security 
Act of 1985, and related program 
announcements. With a farm bill in place, the 
Secretary of Agriculture made several key 
announcements concerning feed grains. On 
January 13, the 1986 loan rate for corn was 
set at $1.92 per bushel, the lowest level 
possible under the new law. Loan rates for 
wheat and other feed grains were reduced 
similarly: $1.56 for barley; $0.99 for oats, 
$1.82 for sorghum; $1.63 for rye; and $2.40 for 
wheat. Target prices are frozen by law at 
their 1985 levels: $3.03 for corn; $2.60 for 
barley; $1.60 for oats, $2.88 for sorghum; and 
$4.38 for wheat. Thus, potential deficiency 
payments are greatly increased——particularly 
since large portions are not subject to the 
$50,000 payment limitation. 


Signup for program participation was 
delayed. Signup is now set to take place from 
March 6 through April 11. For 1986, feed 
grain program participants must comply with a 
required acreage reduction of 17.5 percent, 
plus a paid (in—kind) land diversion of 2.5 
percent. An “underplanting" provision gives 
producers deficiency payment protection on 92 
percent of their permitted plantings if they 
plant at least 50 percent of their permitted 
acreage to the program crop and the 
remaining permitted acreage to a conservation 
use, Or a nonprogram crop other than soybeans 
or extra-long staple cotton. 


Cross—compliance-—a restriction on the 
farm's total plantings of program crops to no 
more than base--—was initially required for 
wheat and feed grains. However, 
cross—compliance is not expected to be 
required under the 1986 feed grain program. 
Technical amendments to the farm bill are 


under consideration that could modify this 
provision as well as others. 


On January 29, provisions of the Acreage 
Conservation Reserve were announced. This 
program allows a farmer to contract with the 
USDA to take highly erodible land out of 
farming for 10 years, and establish permanent 
vegetative cover in return for annual rental 
payments. Farmers could submit bids from 
March 3 through March 14 at ASCS offices for 
proposed acreage and annual rental payments. 
In addition, the USDA will pay 50 percent of 
conservation cover crop costs. 


Also on January 29, provisions for 
advanced deficiency and diversion PIK 
payments were announced. Total deficiency 
payment rates were estimated at $1.03 for . 
corn, $.95 for barley, $.45 for oats, and $.98 
for sorghum. Producers may request 40 
percent of their total anticipated deficiency 
payment at signup. Three-fourths of the 
advanced deficiency payments are payable in 
cash, the other fourth is payable in kind. 


The per—bushel payment rates for the 
2.5—percent paid land diversion for wheat and 
feed grain producers were set at $.73 for corn, 
$1.10 for wheat, $.57 for barley, $.36 for oats, 
and $.65 for sorghum. 


All PIK entitlements for advance 
deficiency or diversion payments will be 
provided in the form of dollar valued generic 
certificates. Producers with any commodities 
(except peanuts or tobacco) under regular, 
special, or FOR loans with CCC at signup 
must redeem that loan collateral to satisfy 
their PIK. These generic certificates will be 
dollar—denominated, negotiable, and payable 
to the bearer in kind. The quantity of 
commodities that may be redeemed for PIK 
will depend on the per—unit value announced 
by the CCC on the day redemption is made. 


Producers with insufficient loan collateral 
to satisfy their PIK entitlements may sell 
certificates to commercial dealers who may 
redeem them from the CCC; to another 
producer who may use the certificate to 
redeem an outstanding commodity loan; or to 
co-ops who may market them. 


Producers have from May 1 through 
September 30, 1986, to redeem their PIK 
obligation. Commercial entities must redeem 
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certificates before December 31, 1986. 
Flexibility in the use of generic certificates is 
causing great uncertainty about the level of 
corn PIK redemptions this summer. Private 
analysts have estimated less than 300 to more 
than 450 million bushels of total PIK corn will 
be made available this summer. The total 
quantity of corn redeemed depends on the 
price of corn as well as certificate—holders' 
expectations about future price movements 
for the various redeemable commodities. 


The start of the marketing year for corn 
was shifted from October 1 to September 1. 
This change should help eliminate unusual feed 
and residual disappearance patterns in the 
summer and fall caused by September use of 
the new crop. 


Gramm-—Rudman-Hollings Act 


By Presidential order issued under the 
Gramm-Rudman-Hollings Act, the USDA will 
reduce outlays by 4.3 percent beginning March 
1, 1986. Checks paid to producers for 
commodity loans, deficiency and diversion 
payments for 1986 crops, as well as payments 
for PIK certificates that are redeemed for 
cash, will be reduced by 4.3 percent. Both 
advance and final cash payments for 1986 
crops are subject to the reduction regardless 
of the fiscal year in which they are actually 
paid. 


Although price—support loan and target 
price levels are not considered changed, the 
reduction in payments effectively reduces 
these support levels. To the farmer, the $1.92 
loan rate for corn will translate into $1.84 per 
bushel. The effective target price support is 
more complicated, since reductions depend on 
the size of calculated deficiency payment 
rates, determined in part by realized corn 
prices. 


The 4.3—percent reduction applies to all 
cash commodity program payments. However, 
in-kind payments or certificates are not 
subject to reduction. Food stamps and other 
nutrition programis of the Agriculture 
Department are exempted as well. 


Corn 


Corn production in 1985 was a record 
8,865 million bushels, up 16 percent from 


1984. Yield per acre harvested was a record 
118 bushels, 11.3 more than 1984 and 4.8 more 
than the 1982 record. Because of recent 
upward revisions in yield and production, total 
supply for the 1985/86 marketing year is now 
10,248 million bushels, just 162 million below 
the 1982/83 record. 


Disappearance in October-December was 
lower than anticipated at 2,370 million 
bushels. Exports were only 515 million 
bushels, 85 percent of a year earlier and feed 
and residual disappearance was 1,600 million, 
down to 95 percent of a year earlier. In 
contrast, FSI use was 8.5 percent higher at 255 
million bushels. Wheat and early 1986-crop 
feed grain feeding is expected to cut into 
feeding of old—crop corn next summer because | 
the 1986 crops will be covered by much lower 
loan rates. Because of the lower loan rates 
and less feeding in the fall than anticipated, 
the projected feed and residual use for the 
1985/86 marketing year was reduced by 200 
million bushels to 4,100 million. 





On January 1, 1986, corn stocks totaled 
7,877 million bushels. FOR and special loans 
accounted for 639 million bushels, while 
CCC-owned stocks were 436 million. 
Outstanding regular loans covered 2,171 
million bushels, of which 165 million were 
dwindling 1984—crop loans, and 2,006 million 
were burgeoning 1985-crop loans. 


Current projections place corn 
disappearance for January-September 1986 at 
4,475 million bushels. Considering January 1 
free stocks of 4,631 million bushels, and likely 
1985--crop loan placements of about 3 billion, 
projected disappearance will be difficult to 
meet. The free supply would than be required 
to be augmented by at least 840 million 
bushels of combined loan redemptions, PIK 
redemptions, and FOR rollovers in the 
January-September 1986 period. 


This projected rate of disappearance 
would leave an October 1 carryout of 3,403 
million bushels, about 2.5 times the 
year-—earlier level, and 9 percent above the 
1983 record. The October 1 FOR stocks are 
projected to climb to 625 million bushels and 
CCC-owned inventories to 510 million. This 
would leave 2,268 million bushels outside these 
tightly held categories. In addition, any corn 
covered by outstanding regular and special 










producer storage loans is expected to account 
for another 2,155 million bushels, leaving only 
113 million outside all Government and 
program stock commitments. 


Since the start of the 1985/86 marketing 
year, farm price has averaged about 14 
percent below year-—earlier levels. The 
October 1985 price at $2.12 was the lowest 
farm price since October 1982, which was 
$1.95. Prices strengthened through January 
and are likely to continue improving into late 
spring. Futures prices for March and May 
delivery have fallen about a dime since the 
announcement of 1986 loan rates and advanced 
PIK in anticipation of lower price support 
programs. Thus, spot market prices have 
stagnated in February. If prices do not 
strengthen by roughly 20 cents, redemptions 
may not be compatible with current use 
projections. 


The simple average of monthly farm 
prices from October 1985 through January 
1986 was $2.24 per bushel. Any outstanding 
loan or forfeited corn will be counted in the 
season's average at the loan rate of $2.55. 
Thus, the 1985/86 season average corn price is 
likely to fall between $2.30 and $2.50 per 
bushel. This would be the first year since 1967 
that the season average price did not exceed 
the loan rate ($2.55 for 1985—crop corn). 


Placements of 1985-crop corn under 
regular 9-month CCC loan have already 
exceeded 2.7 billion bushels and may be around 
3 billion. This will cause free stocks to 
tighten before the marketing year ends, 
leaving the possibility open for a price rally, 
probably in late spring before solid 
information on new-crop prospects becomes 
available. Bad weather or other crop-reducing 
events would hold prices firm into the 1986/87 
marketing year. 


Sorghum 


Even with a downward revision in yield 
from earlier estimates, 1985 grain sorghum 
production was estimated to be a record 1.11 
billion bushels. Total estimated 1985/86 
supply is a record 1.38 billion bushels. 


Stocks on January 1, 1986, totaled 990 
million bushels, implying a total disappearance 
for October-December of 394 million and a 


feed and residual of 335 million. The rate of 
feed and residual disappearance was 11 
percent above a year earlier, leading to a 
25—million—bushel upward revision in that 
category for the 1985/86 marketing year. 


It may be that part of the fall 
disappearance was inadvertently shifted out of 
the summer period, when feed and residual 
disappearance was negative. By October 1, 
1985, 29 percent of the sorghum crop had been 
harvested, but showed on the balance sheet in 
the October-December quarter. Moving the 
new marketing year to September 1-~a month 
earlier than in the past--should help eliminate 
some of this inappropriate shifting of 
disappearance from summer to fall periods. 


Sorghum loan activity has been fairly 
heavy, with roughly 30 percent of the 1985 
crop already placed under loan. However, the 
free supply of sorghum grain is not likely to 
tighten as much as corn's because the harvest 
starts earlier. Sorghum feeding is likely to be 
heavy next summer as the new-crop harvest 
brings grain on the market under new reduced 
loan rates ($1.82 for 1986, compared with 
$2.42 for the 1985 crop). New--crop sorghum, 
along with new-crop wheat and other early 
feed grains, is likely to cut into feeding of 
old—crop grains, especially those with a tight 
free supply. Season average price is projected 
to range from $2.10 to $2.30 per bushel for 
1985/86. 


For 1986 plantings, a cross—compliance 
requirement for program participants would 
have a depressing effect. In much of the 
Southeast and Delta where sorghum area has 
increased in recent years, plantings greatly 
exceed base. Producers of other feed grains 
and wheat who normally also plant sorghum 
would be caught with a double penalty if they 
had to limit sorghum plantings to their base. 


Barley 


The generally bearish picture for barley 
price fundamentals has not changed much, 
although some details have. The 1985 crop 
estimate was reduced by 10 million bushels to 
589 million, leaving 1984 the record year. 
However, exports have been lamentably weak 
at only 30 percent of the June—-December 
movement of a year ago. The projection of 
exports for the 1985/86 marketing year is 








down to 25 million bushels, compared with 77 
million in 1984/85. 


Loan activity for barley has greatly 
exceeded anything seen in previous years, but 
the supply is so much more than demand that 
free supplies will not likely tighten 
sufficiently to cause prices to rise this spring. 


Farm prices were generally 15 to 20 
percent below a year earlier until November. 
Since December, the barley farm price was 5 
to 10 percent below a year earlier, averaging 
$2.03 from June through January. 


Stocks on January 1 were 534 miilion 
bushels, 22 percent greater than a year 
earlier. Carryout for the marketing year is 
expected to increase by 103 million bushels to 
349 million. 


Oats 


Weak prices in 1985/86 appear to be 
helping clear the oat market. Imports, which 
have been important to the oat supply, were 
only 86 percent of a year earlier through 
December. While exports remain unimportant, 
feed and residual disappearance was up 6 
percent from the same period. 


The 519-million—bushel 1985 crop has 
placed upward pressure on supply. January 1, 
1986, stocks were 379 million bushels, up 21 
million from a year earlier. Yet, the 
increased pace of use, combined with slower 
imports, has led to a projected 
13-million—bushel decline in carryout from 
last year. Since August, farm prices have 
been about 30 percent below year-earlier 
levels. In October, the farm price was the 
lowest since October 1978 at $1.08 per 
bushel. For June through January, the average 
of monthly farm prices was $1.22 per bushel. 
For the 1985 June—May marketing year, the 
range of the projected season average farm 
price is $1.20 to $1.40 per bushel. 


Hay 


January 1, 1986, hay stocks were 99 
million short tons, 2 percent below January 1, 
1985. However, the situation for hay and 
forage supplies has been one of contrasts. 


Critical shortages have loomed in the 
Northern Plains and Mountain States, while 
supplies have been abundant in the Southern 
and Central Plains. 


Emergency feed assistance is available to 
disaster areas, including parts of North 
Dakota, South Dakota, Montana, and 
Wyoming. Thus, while total supplies appear 
adequate and national average prices 
moderate, regional differences have been 
marked. For example, the January farm price 
for all hay averaged $67.80 per ton nationally, 
although prices in Montana averaged $85.00 
while the Oklahoma price was only $60.00. 
Since the start of the 1985/86 marketing year, 
national monthly hay prices have averaged 5 
to 10 percent below a year earlier. 


FOOD, SEED AND INDUSTRIAL 
USE OF CORN 


Food, seed, and industrial (FSI) use of 
corn surpassed the 1-—billion-bushel level in the 
1984/85 crop year. A 65-—million-bushel 
increase is projected in the 1985/86 crop 
year. This 6--percent increase would be the 
lowest rate of change since 1977/78. 
However, a number of factors could change 
this outlook before the completion of the crop 
year. Fast moving developments in the high 
fructose corn syrup (HFCS) and ethanol fuel 
markets, the largest users of corn for FSI 
purposes, could force the FSI estimate to be 
revised upward. 


The role of corn sweeteners continues to 
grow. The decision in November 1984 by the 
major soft drink manufacturers to allow a 
100—percent substitution of HFCS for sugar 
has been the catalyst for the surge in the corn 
sweetener market. HFCS use increased by 
over 50 percent in the past 3 years, 
specifically due to this strong demand from 
the soft drink industry. Demand for HFCS has 
always been strongest during the summer when 
soft drink use is at its peak and then tapers off 
during in the fall; however, last year demand 
remained strong through December. Although 
demand may not level off for the next year or 
two, it is approaching maximum levels by most 
major users and should begin to stabilize. 














Corn: 


Wet-mi |led products 


Year 
beginning 
October | Glucose 
HFCS and Starch 
dextrose 
1979 140 175 130- 
1980 165 185 125 
1981 190 185 135 
1982 215 185 135 
1983 255 190 145 
1984 310 190 145 
1985 2/ 330 190 150 
\/ Data 


Alcohol 


Food, seed, and industrial use |/ 


Dry-mi | led 
and 

Dry-milled alkaline Seed Total 

alcohol cooked 

products 

Million bushels 

20 160 20 675 
35 165 20 735 
35 163 19 812 
50 168 15 898 
50 164 19 973 
90 161 i9 1,065 
110 160 20 1,130 


in this table are estimates based on production and sales figures obtained from various 


Government and private industry publications as well as on unpublished information provided by numerous 


industry sources. 2/ Projected. 


Demand for glucose, dextrose, and starch 
have changed little in the last 10 years. These 
markets are more mature in nature than the 
one for HFCS and increases have been limited 
to 1-2 percent each year. Growth should 
remain in the 1-2 percent area in the 
foreseeable future unless new market 
developments create additional demand for 
these products. 


In 1985, the per capita use of corn 
sweeteners surpassed 64 pounds. This means 
that for the first time, use of corn sweeteners 
surpassed sugar on a per capita basis. 
Consumption of all sweeteners has only 
increased by about 10 percent over the past 8 
years. Therefore, the gains made by corn 
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sweeteners have been offset by equally large 
reductions in sugar. The actual increased use 
of sweeteners appears to be due to the 
139—percent gain in noncaloric sweeteners 
since 1978. Aspartame is the newest artificial 
sweetener and in 1985 it became the most 
used noncaloric sweetener. Only 0.2 pound 
(sugar equivalent) of aspartame was used per 
capita in 1981, but by 1985 it had expanded to 
approximately 11 pounds. 


The 1985 farm bill includes littie or no 
change for the sugar program. Therefore, it 
appears that demand for corn sweeteners will 
remain strong. However, it does appear that 
the pricing structure in the HFCS market will 
change. The industry is attempting to get 
away from pricing its product on an annual 
basis and move to a quarterly system to take 
advantage of the stionger demand which 
occurs during the summer months. Another 
development is the possibility that the 
Minneapolis Grain Exchange may offer a 
futures contract for the HFCS market. 


Sales of gasohol in the United States 
reached an estimated 7.6 billion gallons in 
calendar year 1985. Since gasohol is a blend 
of 1 part ethanol to 9 parts gasoline, 7.6 
billion gallons would require approximately 
760 million gallons of ethanol. However, it is 
important to remember that the 760-—million 
figure includes imported ethanol and ethanol 
made from other products such as sugar or 
molasses, sorghum, cull potatoes, fruit, and 
barley. Therefore, it is estimated that 








Corn use in alcohol production 


Wet-mi | led Dry-mi | led 
Marketing 


year Fuel Beverage Fuel Beverage Total 
1/ 


Million bushels 


1979 10 20 0 20 50 
1980 20 20 15 20 75 
1981 55 30 25 10 120 
1982 100 30 40 10 180 
1983 120 30 40 10 200 
1984 120 30 80 10 240 
1985 2/ 140 30 100 10 280 


1/ Also includes nonfuel industrial alcohol. 
2/ Projected. 


approximately 600 million gallons of U.S. 
ethanol were produced from corn. 


Annual capacity for the U.S. ethanol 
industry at the end of 1985 was slightly over 
900 million gallons. Low gasoline prices and an 
uncertain future for State and Federal tax 
incentives has slowed expansion plans for some 
firms. Expansion in ethanol production 
continues to come from the dry-—millers with 
little change for the wet-millers. Wet-—millers 
once produced 65-75 percent of all ethanol but 
that has dropped below 55 percent. However, 
the future still looks good for the industry on 
the whole because of ethanol's new role as an 
octane booster, provided the recent tax 
incentives remain. 


Brazil voluntarily stopped exporting 
ethanol to the United States last October to 
help resolve a continuing dispute over tariffs. 
However, a preliminary finding by the U.S. 
International Trade Commission states that 
Brazil had been subsidizing its ethanol. This 
was recently followed by a similar finding 
from the U.S. Commerce Department which 
recommended that Brazil pay a sizable 
“anti-dumping" duty for any ethanol exported 
to the United States. The outcome of this 
dilemma ultimately rests with the U.S. 
International Trade Commission. 


Snack foods and other products made 
from corn flour continue to provide strong 
demand for the dry--milled and alkaline cooked 
industries. Corn use in beer has stabilized 
after peaking in the late 1970's. 
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FEED DEMAND 


The 1985/86 marketing year projection of 
feed and residual disappearance for the four 
feed grains was recently reduced by 4 million 
metric tons. All of this decline was 
attributable to a 5—million—ton drop in the 
corn feed estimate, which was partly offset by 
increases in sorghum and oat feeding 
projections. 


For October-December 1985, feed and 
residual use of the four feed grains and wheat 
was 52.4 million tons, 2 million below a year 
earlier. Feeding for the rest of the feed year 
may keep up with a year earlier, but more 
wheat and other early feed grains will replace 
corn as corn free supplies tighten and lower 
new-—crop loan rates take effect. 


Beef production for the 1985/86 feed year 
is expected to total about 3.5 percent less 
than for the preceding year, but poultry meat 
production is expected to increase by 5 
percent largely offsetting red meat declines. 
However, beef production in 1985/86 will 
likely include more meat from the slaughter of 
dairy cows resulting from the whole—herd 
buyout program in the 1985 dairy legislation. 
However, the effects of the whole-herd 
buyout program are still uncertain. 


Last October 1 the number of cattle on 
feed in the 13 quarterly reporting States was 
down 12 percent from a year earlier and down 
9 percent on January 1. Increased numbers of 
yearling cattle for placement on feed this 
spring could bring cattle on feed near 
year—earlier numbers for the last quarter of 
the feed year. If crop growing conditions are 
normal this year, feed costs would decline 
sharply in the late summer and fall resulting in 
increased numbers of lighter weight cattle 
being fed in the 1986/87 feed year. Cattle 
feeding during the next four years will be 
limited by the reduced size of the beef 
breeding herd resulting from 4 years of 
liquidation---particularly if a cattle cycle is 
generated by improved feeder cattle prices, 
leading to a diversion of heifers from feedlots 
to herd expansion. 


The 10-—State inventory of hogs and pigs 
declined 3 percent in December 1985 from a 
year earlier. The breeding herd is down 2 
percent and market hogs 3 percent. However, 

















that won't necessarily mean a reduction in 
productive capacity. The combination of . 
increased pigs saved per litter and heavier 
slaughter weights could make up for the 
decline in inventory. 


Lower feed prices in 1986 and into 1987 
could spark an expansion, but hog producers 
are still just breaking even on average. 
Furthermore, continued heavy slaughter | 
weights and unanticipated competition from 
other meats could depress prices, choking off 
any expansion. 


The main source for optimism for feed 
producers is the poultry industry. Cheaper 
feed and stable meat prices have led to 
continued increases in poultry meat production 
for both broilers and turkeys. Demand by 
dairy producers currently remains strong, but 
cuts in dairy price supports and herd buyouts 
could substantially cut feed demand in the 
near future. 


WORLD COARSE GRAIN SITUATION 


The Food Security Act of 1985 has various 
export promotion mechanisms to improve U.S. 
corn and sorghum sales. The biggest single 
stimulus to exports will come from reduced 
loan rates for coarse grains. High loan rates, 
along with other factors such as the 
high- valued dollar, cut U.S. corn sales from 50 
million tons in 1981/82 to just over a forecast 
41 million in 1985/86-—a decline of 17 
percent. At the same time, global.sales 
declined by only 8 percent, resulting in a 
marked erosion in U.S. market share, while 
other major exporters illustrated a willingness 
to expand sales at almost any cost. 


The legislation gives the Secretary the 
authority to reduce loan levels below the base 
loan rate if, in his judgment, such rates are 
needed to make U.S. exports competitive. As 
a result, the 1986 corn loan was reduced from 
the legislated $2.40 per bushel to 80 percent 
of that, or $1.92 (under $76 per ton). 


This legislation likely will have a marginal 
impact on export activity in the near term. 
Already, in roughly the first quarter of the 








crop year, over SO percent of the 1985/86 
export forecast has been either shipped or 
sold. During the next few months, sales 
activity should continue at a brisk pace. 
However, sales in the summer quarter will 
likely suffer considerably as importers delay 
purchases in anticipation of sharply reduced 
prices. 


The Secretary may further increase the 
competitive position of the United States in 
global coarse grain trade by using the new 
marketing loan program which allows corn 
loans to be repaid at either 70 percent of the 
legislated loan rate or the “world market 
price". The Secretary may also use 
commodity credit guarantees or the Findley 
Amendment to significantly reduce loan rates 
and export prices in subsequent years. 


Many factors outside the control of the 
Secretary will also impact heavily on global 
and U.S. coarse grain sales. Foremost is the 
response of foreign producers to the new farm 
bill. Foreign production is forecast at 570 
million tons in 1985/86, only slightly below the 
previous year despite smaller crops in the EC 
and China. If production among the major 
foreign exporters continues high, competition 
for sales will increase. Southern Hemisphere 
exporting countries are likely to ship as much 
of their crop as possible before September or 
October when U.S. price supports will fall. 


If production continues climbing among 
importing nations, global trade could continue 
to decline. Also, the lag between lower feed 
prices and increased coarse grain demand for 
animal product production is as long as 2 
years. Nevertheless, U.S. exports could 
increase significantly in 1986/87, as reduced 
prices will make U.S. coarse grains more 
competitive, leading to increased market 
share as well as permitting a modest expansion 
in global import demand. 


The value of the dollar, global economic 
recovery, and production and prices of 
competing commodities (feed wheat, other 
grains, and other grain substitutes and 
complements) will all affect the United States 
and its position in global coarse grain trade. 
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RECENT CHANGES IN THE COMPETITIVE POSITION FOR 
U.S. GRAIN SORGHUM GROWING AREAS 


Warren R. Grant 


Fred T. Cooke, Jr. 1/ 


Abstract: U.S. grain sorghum production is shifting regionally. During 


1975-79 to 1984-85, sharp reductions in Texas, Oklahoma, and California 
acreages were more than offset by increased sorghum plantings in the 
mid-South, Southeast, and Kansas. Wheat and corn replaced sorghum in 
the States with declining sorghum acreage. Sorghum primarily replaced 
soybeans and cotton in the States with increasing acreage. Expected 
returns were an important factor in some of these acreage shifts. 
Government programs, double cropping, variability of returns, feed 
demand, and rotations had minor to modest impacts on these adjustments. 
Keywords: Grain sorghum, adjustments, returns, regional shifts. 


Introduction 


In 1985, U.S. farmers harvested 1.1 billion 
bushels of grain sorghum from 16.7 million 
acres in 23 States (7). Four States-—Texas, 
Kansas, Nebraska, and Missouri-—have 
dominated U.S. grain sorghum production since 
1960. However, during the 1980's, grain 
sorghum production began a major shift to 
States along the Mississippi River and 
eastward (figure 1). During 1975-79, the 
mid—South and Southeast harvested less than 
10 percent of the U.S. grain sorghum area. 
Acreage estimates for these States in 1985 
indicated an increase to over 30 percent of the 
U.S. total. 2/ U.S. grain sorghum acreage rose 
slightly from 14.1 million in 1975-79 to 16.7 
million in 1985. However, not all States 
shared in the increase (figure 1). Texas, 
Oklahoma, Arizona, California, Nebraska, 
lowa, Indiana, Virginia, and North Carolina all 
showed modest to sharp declines in acreage 
harvested. 


1/ Agricultural economists, Crops Branch, 
National Economics Division, Economic 
Research Service, U.S. Department of 
Agriculture. 


2/ A further sign of grain sorghum growth as 
a major crop in the mid-South was reported by 
Maum (3). He states that some country 
elevator operations in the mid-—South installed 
grain dryers and learned how to handle 
sorghum during the period of acreage 
expansion. 
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This paper examines the shift in grain 
sorghum production, its possible causes, and 
other crops affected. Why did some grain 
sorghum States increase acreage while others 
decreased it? Is expansion or contraction 
related to the profitability of grain sorghum 
compared with alternative enterprises, 
variability of returns, the features of 
Government programs, broiler feed demand, or 
better control of cyst nematodes in the 
soybean rotation? 


Other Crops Affected 


Shifts in grain sorghum acreage usually 
affected acreage in other crops. The States 
with major changes in grain sorghum acreage 
were grouped into declining or increasing 
areas for analysis. Major crop acreage 
changes between 1975-79 and 1984-85 are 
summarized in table 1 and discussed below. 


Declining States 


In Texas, grain sorghum area fell sharply 
from 1975-79 to 1984-85, shifting primarily 
into wheat and idle land. Corn and hay area 
also rose, but not enough of offset the overall 
reduction in sorghum acreage. In California, 
corn or idle land probably replaced acreage 
formerly planted to sorghum. Cropland 
changes in Oklahoma were probably similar to 









Shifts in Harvested Grain Sorghum Acres, 
1975/79 to 1984/85 
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Table |.--Change in planted crop acreages from 1975-79 to 1984-85, selected States 


State Corn Sorghum Wheat Cotton Oats Barley’ Rice Soybeans Hay |I/_ All crops 
1,000 acres 
Declining 
California 125 -162 -75 68 -6| -594 -45 0 -74 -808 
Ok | ahoma -54 -239 350 -92 -63 -30 0 -86 293 -868 
Texas 65 ~-2,105 1,590 -919 -186 44 -176 -246 1,027 -1,601 
Increasing 
Arkansas 12 523 465 -363 -36 -72 78 -842 135 75 
Illinois 160 327 -225 0 61 -10 0 350 -7 528 
Kansas -815 170 540 | 20 68 0 391 46) 4) 
Louisiana 80 290 289 161 0 0 -61 -286 -39 311 
Mississippi -78 479 434 -184 0 0 20 -658 34 -2\ 
Missouri 430 621 290 -73 -32 0 48 434 35 809 
Tennessee 72 335 145 9 -90 -23 0 634 335 141 


|/ Harvested acres. 


Source: (7) 
those in Texas, except that corn acreage Increasing States 
declined. In all three States, planted acreage 
declined as producers idled additional acres States where sorghum acreage increased 
between 1975--79 and 1984--85. Some of these the most--—Kansas and those bordering the 
idle acres probably had been planted to grain Mississippi---generally had declines in acres 
sorghum during the late 1970's. planted to oats, barley, cotton, and soybeans 
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(table 1). In these States, increases in wheat 
and hay area were similar to those in States 
where grain sorghum area decreased. 
However, planted cropland increased in all 
these States, except Mississippi, as sorghum 
replaced a variety of crops and caused 
additional land to be brought into production. 


Shifts In Acreage 
Expected Returns Above Variable Costs 


Expected returns play a major role in 
farmers' decisions of what to produce. A 
comparison of returns above variable costs of 
production is one means of measuring farmers' 
expectations. The Economic Research 
Service, during 1975-1983, published cost of 
production budgets for most crops by State. 
3/ Double crop budgets are not available in 
the ERS budget series; however, the Farm 
Production Expenditures survey indicated 1.6 
million acres of grain sorghum were double 
cropped in 1983, mostly in the States showing 
increased grain sorghum acreage (9). The 
returns above variable costs for single crop 
grain sorghum and competing crops are 
presented in table 2 for those States where 
grain sorghum budgets are available. 


Declining States 


Data indicate California, Texas, and 
Oklahoma were high--cost areas for grain 
sorghum production, especially irrigated 
production during the 1980's (10). 4/ 


3/ The Economic Research Service revised 
its method of tabulating and publishing costs 
of production in 1981 from the variable--fixed 
cost concept to the cash-economic cost 
concept (8). State budgets were published 
under the former format, but were 
discontinued under the revised format. 


4/ With dwindling plantings, official 
estimates for grain sorghum production were 
discontinued for lowa, Indiana, and Virginia in 
1985. The reduction in Nebraska grain 
sorghum acreage between 1975-79 and 
1984-85 was relatively small. Other States 
show an increased acreage. 
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Returns above variable costs were greater 
for corn than grain sorghum in Texas (both 
irrigated and dryland) and California 
(irrigated). Continuous cost series for corn in 
Oklahoma are not available. However, returns 
above variable costs for grain sorghum in 
Oklahoma were similar to those in Texas, and 
given the proximity of the two producing 
regions, corn returns in Oklahoma should be 
similar to those in Texas. 


Returns above variable costs for wheat in 
Texas are not as high as those from grain 
sorghum. However, variable costs per acre of 
wheat are about three-fourths of those for 
grain sorghum. In periods when capital is 
restricted, more acreage can be planted to 
wheat than grain sorghum for the same 
amount of capital. With this situation, a 
relevant consideration is the ratio of per—acre 
returns above variable costs to variable costs, 
i.e., an estimate of returns to capital, the 
limiting resource. During 1982-1984, the ratio 
varied from .79 to 1.25 for wheat and .67 to 
.98 for grain sorghum in the Southern Plains 
(8), a definite advantage to wheat. The 
increase in wheat acreage in Texas equaled 
about 75 percent of the decrease in grain 
sorghum acreage. 


Increasing States 


In general, the States:showing increases in 
grain sorghum acreage had lower variable 
costs per bushel than States showing 
decreases. The data in table 2 show a modest 
advantage to soybeans over grain sorghum in 
Arkansas, Missouri, Mississippi, and Kansas. 
However, this advantage decreased in Missouri 
after 1980. With relatively low soybean prices 
in 1985, the advantage may have shifted to 
grain sorghum. Cost of production budgets by 
States are not available from ERS after 1983. 
When applied to prices received by farmers in 
August 1985, cost data for 1985 published by 
the Mississippi and Arkansas Agricultural 
Extension Services show a continuation of the 
trend evident in the ERS budgets (5, 6, 11). 5/ 


The changes in planted acres shown in 
table 1 indicate Missouri and Kansas producers 
may have planted grain sorghum on land not 
planted to crops during the late seventies or 


5/ ERS budgets for grain sorghum are not 


available for Louisiana, Tennessee and Illinois. 








Table 2.--Returns above variable costs, selected crops and States |/ 


Year 
State and crop Coef ficient 
1975/79 1980 1981 1982 1983 of variation 





Dollars per acre 


Arkansas 
Dryland grain sorghum 54 10 4) 27 NA 46.3 
Dryland soybeans 85 45 54 59 NA 35.4 
California ; 
Irrigated grain sorghum 43 93 22 I 107 64.3 
Irrigated corn 174 372 233 172 250 34.6 
Colorado 
Dryland grain sorghum 9 28 10 14 i9 56. | 
Irrigated grain sorghum 9 47 -18 20 60 173.0 
Irrigated corn 101 146 104 135 184 26.8 
Kansas 
Dryland grain sorghum 47 29 63 67 28 42.9 
Irrigated grain sorghum 78 128 82 92 67 29.1 
Dryland soybeans 82 64 108 78 64 24.1 
Dryland corn 76 20 138 129 9 64.7 
Irrigated corn 124 192 150 147 154 21.9 
Mississippi 
Dryland grain sorghum NA 84 38 4 50 75.1 
Dryland soybeans NA 114 69 47 103 37.0 
| Missouri 
Dryland grain sorghum 72 4| 84 84 26.7 
Dryland soybeans 116 112 112 96 92 18.8 
| Dryland corn 84 47 117 123 52 35 
Nebraska 
| Dryland grain sorghum 80 103 98 106 83 19.1 
Irrigated grain sorghum 104 142 101 125 74 2352 
Dryland soybeans 129 152 157 126 140 21.9 
Irrigated soybeans 159 180 154 120 213 22.3 
Dryland corn 77 70 101 137 96 Was 
Irrigated corn 142 169 134 130 181 14.0 
Ok | ahoma 
Dryland grain sorghum 14 7 28° 29 NA 74.4 
Irrigated grain sorghum 4l 68 30 43 NA oa.0 
Dryland wheat 43 47 25 50 NA 59.9 
Irrigated wheat 50 58 37 50 NA 58.2 
South Dakota 
Dryland grain sorghum 29 42 4| 40 73 47.0 
Dryland corn 48 95 81 108 97 47.9 
Texas 
Dryland grain sorghum 38 18 62 52 NA 33.5 
Irrigated grain sorghum 6| 67 45 31 NA 36.0 
Dryland corn 75 73 124 90 NA 26.0 
Irrigated corn 122 118 125 127 NA 6.7 
Dryland wheat 22 31 19 6 NA 93.2 
Irrigated wheat 29 19 30 -22 NA 121.6 





NA=Not available. 1/ State data were estimated from Firm Enterprise Data System (ERS) subregional cost 
of production budgets (10). This series was discontinued after 1983. 2/ Mississippi returns above 
variable costs were estimated using season average price and variable cost data published by Mississippi 
State University (11). 
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on corn acreage. The returns data for 1983 
show an advantage to grain sorghum over corn 
(table 2). 


Variability of Returns 


The variability of expected returns above 
variable costs could influence the decision of 
what farmers produce. A comparison of the 
coefficient of variation (CV) of the returns 
above variable costs of selected crops is one 
way of measuring farmers' expectations of 
yield and price risks. 6/ The larger the CV, 
the greater the variability in returns. Thus, 
farmers choosing to lower risk would produce 
the crop with the lower CV, other factors 
being equal. These data are presented in table 
2. 


In most cases, income variability was 
greater for sorghum than for corn in States 
with declining sorghum acreage. However, 
variability of returns was less for sorghum 
than for wheat in Texas. In Arkansas and 
Mississippi, income variability was greater for 
grain sorghum than for soybeans, the main 
crop being replaced. In Missouri and Kansas, 
dryland grain sorghum had less income 
variability than dryland corn, the crop being 
replaced. 


In some instances, income variability may 
have affected cropping decisions. However, 
results were mixed. Therefore, this measure 
of risk can not generally be said to explain 
acreage shifts. 


Government Programs 


Grain sorghum, corn, wheat, upland 
cotton, rice, and soybeans are under 
Government loan programs. All these crops, 
except soybeans, have target price 
protection. The Government loan program 
generally sets floor prices for these 
commodities while the target price program 
bolsters eligible producers' income with 
deficiency payments during periods when 


6/ The budgets used to calculate returns 
above variable cost are aggregate annual 
estimates during 1975-1983. Thus, the 
coefficient of variation understate the 
variabilities a given producer faces, but they 
do given a relative comparison between crops. 
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prices are lower than the target level. 
Producers without base acreage start building 
a base with the first crop produced. Thus, 
once a producer builds base and gains 
eligibility, the features of the target 
price/deficiency payment program may give 
an additional advantage to crops covered. 
Since soybeans are not included under this 
program feature, sorghum may have an 
additional advantage once the producer 
becomes eligible for Government programs. 


During 1975-85, sorghum producers 
received seven deficiency payments ranging 
from $.13 to $.46 per bushel. Thus, as much as 
$28 per acre were added to returns over 
variable costs for growing sorghum, based on a 
typical program yield of 62 bushels per acre. 
Similarly, wheat producers received deficiency 
payments on seven wheat crops. Corn 
producers, received deficiency payments on 
four crops. 


Set-aside or acreage diversion programs 
reduced cotton acreage in the 1980's. 
Soybeans, which compete for marginal cotton 
land in most States, were priced relatively low 
during 1984 and 1985, resulting in reduced 
acreage. As a result, the acreage diverted 
from cotton and not planted to soybeans was 
partially shifted to grain sorghum. This shift 
occurred in the States along and east of the 
Mississippi River. Land used for cotton 
production in these States is usually the most 
productive for all crops except rice. 


Nematodes 


Soybean production is affected by the 
cyst nematode. Continuous soybean 
production increases the number of nematodes 
and the likelihood of reduced yields. Rotation 
of soybeans with grain sorghum helps control 
the nematode population (4). Soybean yield 


‘increases attributed to including grain 


sorghum in the rotation range from 4 to 6 
bushels with low to no nematode problem, to 
up to 10 bushels with severe nematode 
infestations. Thus, in areas where the cyst 
nematode is a problem, grain sorghum in 
rotation with soybeans has increased. Current 
research, however, is centering on developing 
nematode-resistent soybean varieties. 











Broiler Feed Demand 


Over one-half the U.S. commercial 
broiler production in 1984 came from 
Arkansas, Alabama, Georgia, and Mississippi, 
all States showing increased grain sorghum 
production since 1980. Did the broiler demand 
for feed prompt this increase? 


Sorghum is a substitute in animal feeds 
for corn, and typically has a feed value of 95 
percent relative to corn for poultry feeding. 
When the sorghum--to—corn price ratio falls 
below .95, feed mills have an incentive to 
substitute sorghum for corn. Many feed mills 
in these States have grain sorghum in their 
formulas; however, mills want to be sure of an 
adequate supply before they start using grain 
sorghum. Increases in sorghum acreage in 
these broiler—producing States certainly lessen 
this concern. 


Table 3 shows that average 
sorghum-—to-—corn price ratios prior to 
1981--the year sorghum acreage increased 
noticeably in these States——were not greatly 
different from the average ratios during 
1981--84. Most of the prices ratios fell short 
of the sorghum feed value of 0.95. The ratios 
suggest that the broiler feed demand effect 
was at best modest, although it may have 
contributed to the expansion of sorghum 


acreage in these States. Any demand-—pull 
effects did not outweigh the price—depressing 
effect caused by the expanded sorghum 
acreage. 


Double Cropping 


Wheat-—grain sorghum double cropping has 
not played a major role in the expansion of 
grain sorghum in the States along the 
Mississippi River, but appeared to be 
important in the Southeast (table 4). Grain 
sorghum usually is planted 1 to 2 months 
before wheat is harvested in the States along 
the Mississippi River. Due to the low rainfall 
normally experienced in August and September 
in the mid—South, grain sorghum planted after 
wheat does not produce yields equal to earlier 
plantings without irrigation in most years. 
Also, grain sorghum planted after the wheat 
harvest would result in harvest conflicts with 
rice and soybeans. In the Southeast, double 
cropping of grain sorghum and wheat was 
extensive in 1984 and has contributed to grain 
sorghum expansion during the 1980's (table 4). 
Slightly different weather patterns and less 
labor—machinery conflicts than in the 
mid-—South could make double cropping in the 
Southeast more profitable than single 
cropping. However, double crop budgets for 
grain sorghum—wheat are not available to 
verify this. 


Table 3.--Sorghum-to-corn farm price ratios and sorghum harvested acres 
in selected broiler-producing States; 1978-84 marketing year 


State 1978 1979 1980 


1981 1982 1983 1984 


Sorghum-to-corn price ratio 


Alabama 97 -90 -82 
Arkansas ute -82 81 
Georgia 74 -85 -86 
Mississippi -82 are 76 

U.S. -92 97 -92 


93 -89 -88 -83 
-/8 -80 -86 -78 
-76 74 -87 -85 
-70 74 .87 74 
-96 -96 -88 -90 

Sorghum acres (1,000) 
Alabama 34 28 34 58 68 65 180 
Arkansas 200 176. 203 298 263 320 590 
Georgia 43 49 82 135 135 68 113 
Mississippi 21 33 38 88 110 225 370 
U.S. 13,581 12,949 12,513 13,677 14,137 9,836 15,348 
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Table 4.--Estimated percent of grain This analysis of factors associated with 
sorghum double cropped, 1984 the shift in grain sorghum production leads to 
the following conclusions: 


Percent 
Stat Doub! Harvested double 
oo acon en oa 1) Expected returns and the variability 


of those returns are important in the 
decision of what crops producers 

- Acres - Percent plant and are affecting sorghum 
acreage shifts in some States. 


Southeast 
oe a int ooo mH 2) Government programs, including 
North Carolina 26,742 48,000 55.7 acreage diversion, set-aside, 
South Carolina 27,951 34,000 82.2 nonrecourse loans, and target 
Virginia 10,834 10,000 108.3 price-deficiency payment programs, 
Mid South are influencing grain sorghum 
Arkansas 50,845 590,000 8.6 production. Cross—compliance 
ag ET i a between commodities, if imposed on 
Wacissieo! 18048 370,000 49 1986 or subsequent crop years, would 
Tennessee 54,422 260,000 20.9 decrease sorghum acreage. 
ieee 59,375 285,000 20.8 3) Double cropping of wheat with _ 
Indiana 4,647 13,000 35.7 sorghum and the inclusion of grain 
lows 937 12,000 4.5 sorghum in rotation with soybeans for 
res ee? aye Sv ae better control of soybean cyst 
Central nematodes tend to increase sorghum 
Grtarede ia ‘ an : * plantings, but to a lesser extent than 
Nebraska 4,200 1,900,000 0.2 points 1) and 2). 
South Dakota 0 395 ,000 -0 
4) Broiler feed demand for sorghum 
eet 1.100 16,000 6.9 relative to corn is not a prime factor 
California 49, 356 48,000 102.8 influencing increased sorghum 
New Mexico 35 ,090 280 ,000 12.5 acreage in the mid-South and the 
a ake : ae uae re Southeast, although this demand may 
, reer grow with the increased sorghum 
United States 1,301,910 15,348,000 8.5 


production. 
Source: (1,7). If expected returns and Government 
programs maintain the same relationships 
between alternative crops, then grain sorghum 
production will continue the regional shifts 
now evident. It is questionable, however, that 
large increase in sorghum plantings as 
occurred in recent years will continue in any 


Conclusion 


Producers continually search for 


region. 
alternative crops to improve their returns. , 
The adjustments occurring with U.S. grain 
sorghum are part of this process. Producers in References 
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Item and year 


Table 1!.—Average prices received by farmers, United States, by months, 1980-86 





Average 
beginning Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June July Aug. Sept. weighted 
October | by sales 

1/ 
Dollars per bushel 
Corn 
1980 2.99 3310 3.39 3.19 3.22 322 328 32ee8. 357 63 2. 62 S04 
1981 2589 'S25R 2559 © 24 7A RRO OO 2 2 Se” 2. 2.50 
1982 (.98-— 2.335 2.26: 2.3% 2.56 2A= 2. 3.0: 3.0 - 3213) 3.50 3.22 2.68 
1983 5 ee ae Po Po ee ey ee Po eA Se 3.25 
1984 2.65. 2.55. 2.56 2.64 2.62 2.67 2.70 2:66 2.64 2.60 24 2.3 2.62 
1985 2.12: "2580 ~~ 2629 “S2255 
Sorghum Dollars per cwt 
1980 5.36: 5.8.. S09 S48 5.33 S.07 SoD 5.06 5 UO UA ACS 5.25 
1981 3.90 3.87 3.95 4.09 4.08 4.00 4.10 4.35 4.17 3.96 3.95 3.80 4.25 
1982 3.70 3.78 3.97 4.09 4.42 4.67 4.92 5.05 5.05 5.03 5.29 5.26 4.50 
1983 5.01 4.98 4.93 4.92 4.74 4.85 5.00 5.08 4.94 4.64 4.59 4.24 5.07 
1984 4.05 4.04 4.15 4.16 4.10 4.24 4.46 4.54 4.52 4.04 3.84 3.27 4.27 
1985 3.30 3.47 3.76 *3.72 
Item and year Average 
beginning June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. = Apr. May weighted 
June | by sales 
V/ 
Dollars per bushel 
Oats 
1980 1.40 1.50 6.53. 0.463 (1.66 -08~ 1592 158 2.01 . 28 2105 2.0 1.79 
1981 1.99 1.06 t.72 1.74 1.78 “1.88 I. 9? 1.99 22 1.59 \.2 1.89 
1982 5 Re ee ee ee ee | 1.49 
1983 an (306 1:45 0255 1.62 (367° 7S ‘(et ee CR 1.82 1.84 1.67 
1984 1.30 69668 «© 1262 0200 066. Oia Clee COURS I I a Oe 1.69 
1985 laos )6= At 1.16 1.10 14.08 1.14 14.20 #*1.20 
Barley 
1980 2.30 2.52 2359 2.65 281 2:9 2.97. 3.0- 3.06 3.06 -3.0 3.@ 2.84 
1981 2.904 2.41 2.357 2.44 2.38 2.49 2:48 2.530 2:40 2.40 2.42 2.55 2.44 
1982 2.39. 2.16 2.20 2.17 1.98 2.06 2:19 2:46 2.00 2.08 2.22 2.3% 2.22 
1983 : i deme oy eR Ry > ey > ae i ey ale eT 2.50 
1984 260° 258 242° 25D 2.29 2225 ZF Bae 2521 248-216 2.5 2.26 
1985 2.144 25468 1296 “1.08 1.96 ©2505 2:07 *2.07 
Item and year Average 
beginning May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. weighted 
May | by sales 
Dollars per ton 
Hay (mid-month) 
1980 69.30 65.10 67.00 67.20 71.90 77.20 75.00 74.80 -80 72.50 69.80 68.20 71.00 
1981 75.30 66.90 64.00 63.90 62.70 64.80 65.40 65.70 67.90 69.90 69.50 73.30 67.30 
1982 77.50 69.60 66.10 65.00 66.80 67.10 68.70 68.60 70.30 73.20 69.90 74.00 69.30 
1983 78.10 72.70 71.20 71.20 74.70 76.80 75.10 76.70 76.60 78.70 79.40 79.80 75.80 
1984 82.50 76.10 72.40 70.40 70.70 73.10 71.40 73.40 73.00 73.10 72.20 72.80 72.70 
1985" 77.90 71.80 68.80 66.90 67.10 66.00 66.00 67.20 67.80 





1/ Includes an allowance for unredeemed loans and purchase agreement deliveries valued at the average loan 


rate, by States; excludes Government payments. 
Source: Agricultural Prices, Crop Reporting Board, USDA. 
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Table 12.--Cash prices at principal markets, 1980-86 
q Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June July Aug. Sept. Simple 
Dollars per bushel 
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Grain and Feed Market News, AMS, USDA. 


Source: 





Table 13.--Feed-price ratios for livestock, poultry, and milk, by months, 1980-86 


Item and year 


beginning Oct. Nov. 
October | 


HOG/CORN, U.S. basis I/ 


1980 15.8 14.7 
1981 18.4 17.7 
1982 28.2 24.6 
1983 (268 » Jt1c8 
1984 16.5 18.4 
1985 2/ 20.3 19.6 
BEEF-STEER/CORN, Omaha 3/ 
1980 21.3 9.5 
1981 2.2 - 20 
1982 Ziad - Bel 
1983 18.4 18.3 
1984 22.4 24.6 
1985 2/ 2539 ~ 2158 
MILK/FEED, U.S. basis 4/ 
1980 1.43 1.40 
1981 (.53.. 1.56 
1982 1.61 1.62 
1983 1.29 lao 
1984 1.56 1.62 
1985 2/ 1.36. ( 


EGG/FEED, U.S. basis 5/ 


1980 5.7 
1981 6 
1982 6. 
1983 6. 
1984 5. 
1985 2/ 7 


BROILER/FEED, U.S. basis 6/ 


1980 2.8 2. 
1981 2.4 
1982 2.5 
1983 2.5 
2.6 
3.1 


1980 4 
1981 2 
1982 3 
1983 3. 
1984 4 
1985 2/ 5 


1/ Bushels of corn equal in value to 100 pounds of hog, live weight. 


2/ Preliminary. 


3/ Based on price of choice beef-steers, 900-1, 100 


e & e ° e 
aouumouvul 


UUW Wh Ww 


Jan. 


12.8 
17.1 
23.4 
15.4 
18.2 
19.0 


19.1 
24.6 
24.5 
21.6 
24.8 
25.6 


1.39 
1.59 


22.2 


1.41 
1.53 
1.55 


1.57 


Apr. 


20.0 
26.5 
21.9 
20.4 
21.5 


(39 
1.51 
1.49 


1.51 


pounds. 


July 


4/ Pounds of 16 percent mixed dairy feed equal in value to | pound whole milk. 


5/ Pounds of laying feed equal in value to | 


dozen eggs. 


6/ Pounds of broiler grower feed equal in value to | pound broiler, live weight. 
7/ Pounds of turkey grower feed equal in value to | pound turkey, live weight. 


Source: Agricultural Prices, Crop Reporting Board, USDA. 
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Table 14.--Price trends, selected feeds, and corn products 











1985 1986 
Unit Oct. -Sept. 
Item 1984/85 
V/ July Aug. Sept. Oct. Nov. Dec. Jan. 
WHOLESALE, MOSTLY BULK 2/ 
Soybean meal, 44% solvent, 

Decatur $/ton 125 114 121 131 138 143 145 153 
Soybean meal, high protein, 

Decatur a 136 123 129 138 146 152 154 162 
Cottonseed meal, 4!% 

solvent, Memphis - 99 100 100 97 117 129 128 146 
Linseed meal, 34% solvent, 

Minneapolis = 88 76 80 82 92 104 115 124 
Meat and bone meal, Kansas City = 150 130 141 151 165 171 174 169 
Fishmeal, 65% protein, 

East Coast . 264 206 207 241 285 259 298 291 
Corn Gluten feed, Illinois pts. S 73 74 78 81 87 89 92 92 
Corn Gluten meal, 60% protein, 

Illinois pts. * 203 175 198 2i1 209 209 220 219 
Brewers’ dried grains, 

Mi lwaukee - 64 6l 51 71 75 71 93 106 
Distillers’ dried grain, 

Lawrenceburg, Ky. ” 94 95 96 100 105 iit 115 
Feather meal, Arkansas Pts. 3 133 123 114 129 160 153 151 153 
Wheat bran, Kansas City : 66 65 51 53 63 73 90 64 
Wheat middlings, Kansas City = 66 65 51 53 63 73 90 64 
Rice bran, f.o.b. mills, 

Arkansas = 58 54 42 42 40 49 68 85 
Hominy feed, Illinois pts. = 79 83 80 77 77 77 86 85 
Alfalfa meal, dehy., 

Kansas City = 99 87 86 86 89 93 95 98 
Cane molasses, New Orleans - 48 4l 42 48 54 58 64 65 
Molasses beet pulp, 

Los Angeles 7 117 106 106 104 107 1412 117 119 
Animal fat, Kansas City c/\b. 15.5 11.7 10.9 10.6 11.0 11.0 10.9 11.8 
Urea, 42% .N., Fort Worth $/ton 222 220 220 220 220 220 220 220 
Corn, No. 2 white, 

Kansas City $/bu. 3.27 2.90 2.67 2.47 2.40 2.45 2.50 2.50 
PRICES PAID. U.S. BASIS 3/ 

Soybean meal, 44% $/cwt. 10.68 9.74 9.76 10.00 10.30 10.60 10.70 10.90 

Cottonseed meal, 4i% _ 12.19 11.30 1.10 10.80 10.70 11.00 11.00 11.30 

Wheat bran - 9.67 9.48 9.44 9.35 9.24 9.31 9.29 9.43 

Wheat middl ings 7 9.04 8.80 8.65 8.53 8.45 8.42 8.53 8.67 

Broiler grower feed $/ton 207 196 192 189 181 182 186 19} 

Laying feed = 185 181 178 177 175 178 179 18! 

Turkey grower feed - 216 210 211 209 207 212 213 209 

Chick starter : 206 197 194 191 187 191 191 190 

Dairy feed, 16% - 172 168 165 163 162 163 165 169 

Beef cattle concentrate, 

32-36% protein $/cwt. 10.74 10.30 10.20 10.10 10.10 10.50 10.60 10.70 

Hog concentrate, 38-42% 

protein S 12.46 11.70 11.70 12.10 12.40 12.70 12.80 13.00 

Stock salt ™ 6.44 6.47 6.48 6.48 6.45 6.48 6.48 6.45 
CORN PRODUCTS, WHOLESALE 4/ 

Corn meal, New York 

White $/cwt. 16.94 18.1 18.12 18.39 17.39 17.57 17.90 17.88 
Yel low 13.01 13.18 12.72 12.81 12.34 12.57 12.83 12.63 

Grits (brewers'), Chicago = 10.24 10.1 10.07. 10.24 9.39 9.54 9.84 9.65 

Syrup, Chicago West c/\b. 11.10 11.48 10.80 10.63 9.9) 9.18 9.18 9.18 

Sugar (dextrose), Chic ” 21.93 22.10 22.00 22.00 22.00 22.00 22.00 22.00 

High-fructose (dried we = ia 

tank cars), Chicago Wes 18.80 ate 2 21.13 16.38 13.55 1.25 11.886 12.00 

Corn starch, f.o.b. Midwest $/cwt. 11.24 | 10.52 10.32 10.02 10.02 9.10 9.22 





\/ Preliminary. 2/ Grain and Feed Market News, AMS, USDA, except urea which is from Feedstuffs, Miller 


Publishing Co., Minneapolis, Minnesota. 3/7 Agricultural Prices, SRS, USDA. 4/ Milling and Baking News, Kansas 
City, Missour!, except starch which is from Tndustry sources. 











Item 








Table 15.--Hay (all); acreage, supply, and disappearance, 1980-85 


Unit 


1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 
\/ 
Acreage harvested Mil. acres 58.9 59.6 59.8 59.7 61.4 60.6 
Yield per acre Tons 2.22 2.39 2.50 2.36 2.45 2.46 
Carryover (May |) Mil. short tons 33.2 25.4 25.0 28.1 20.1 26.9 
Production 130.7 142.5 149.2 140.8 150.6 149.0 
Supply 163.9 167.9 174.2 168.9 170.7 175.9 
Disappearance - 138.5 142.9 146.1 148.8 143.8 N.A. 
Roughage-—consumi ng 
animal units (RCAU) Mil. units 89.9 91.8 90.2 89.3 85.9 84.1 
Supply per RCAU Tons 1.82 1.83 1.93 1.89 1.99 2.09 
Disappearance per RCAU - 1.54 1.56 1.62 1.67 1.67 N.A. 
1/ February 1986 crop indications. N.A=Not available. 
Table 16.--Annua!l hay production, pasture-range index (October 1), and prices received by farmers, 1980-85 
Year North- Lake Corn Northern Appa- South- Delta Southern Mountain Pacific Uni ted 
east States Belt Plains lachian east States Plains States 
/ 
Thousand tons 
1980 
Hay production 12,672 23,378 21,861 18,882 7,929 2,806 2,828 7,830 19,234 13,320 130,740 
Pasture-range index 64 88 77 55 48 54 40 43 76 89 63 
1981 
Hay production 12,682 23,025 24,118 23,023 8,490 3,139 3,750 10,470 20,527 13,296 142,520 
Pasture-range index 83 86 86 77 82 67 76 82 78 80 80 
1982 
Hay production 13,150 25,364 23,674 26,391 8,845 3,631 3,950 10,224 20,767 13,245 149,241 
Pasture-range index 77 85 86 85 82 79 80 62 92 83 8I 
1983 
Hay production 12,90: 24,986 19,229 24,625 7,644 3,116 3,524 11,202 20,429 13,108 140,764 
Pasture-range index 67 79 47 69 48 67 62 58 86 93 67 
1984 
Hay production 13,539 26,495 24,207 26,145 9,701 3,905 3,667 8,971 20,131 13,887 150,648 
Pasture-range index 77 75 69 64 69 62 70 43 86 84 70 
1985 
Hay production 13,685 24,828 24,803 22,352 10,876 3,894 3,860 12,965 18,121 13,575 148,959 
Pasture-range index 81 87 78 75 76 75 78 74 70 7\ 76 
Mid-October Penn- Wis- Cali- Uni ted 
prices sylvania consin lowa Kansas Kentucky Arkansas Texas Colorado fornia States 
Dollars per ton 
1980 66.00 40.00 56.00 66.00 59.50 52.50 74.00 63.00 99.00 77.20 
1981 93.00 62.00 52.00 57.00 62.00 44.00 58.00 65.00 70.00 64.80 
1982 81.00 63.00 51.00 56.00 66.00 50.00 69.00 61.00 82.00 67.10 
1983 93.00 69.00 72.00 A) 87.00 69.00 77.00 69.00 88.00 76.80 
1984 93.00 59.00 57.00 73.00 78.00 61.00 97.00 72.00 81.00 73.10 
1985 64.00 59.00 46.00 52.00 67.00 53.00 67.00 65.00 79.00 66.00 


1/ U.S. price weighted by regional production. 


34 





DD 


eunr BuiuuiBeq see, 


98/S861 $8/v86l 
sey 490q)«€©des: Clunr:) «= ew SCeg Ses” 


69 
i 
vyOL we} 
lity, put 
ae 
6El 
mo|-yBiy yseo Ajlep pee; Z ‘ou sijodeeuuly 
pLl 


uo} oWjewW Jed sueyog 





v8/E€86l 
sew 4 90q «des” souun 


eyei ueO7 


Rinihnaaicideenenpant 


sn 


|? on 


jeysng Jed sieyjog 


$89}id 180 
Jeqoio9 Buiuuibeq see, 
98/S86L S8/r86l v8/€86L 

inp dy =o uep Q- soinr: idy Sue iing,—s dys ue 0 

99 € 
I I wie} ‘SN 
ee l] p 
eae ae ed sesee Aytt N A 
eyes ueOF [ 
It: 

yt | l jl S 

moj-yBiy yseo Ayep moyed Zz ‘OU AiD a 
cel 9 


uo} oujew Jed siejOg 


imo Jed sue0G 


Se9jiq wnyBi0s 


eunr BuiuuiGeq see, 


98/S861 S8/r86L v8/€861 
ww 99g deg unr sey 8g deg unr sew eq deg” unr 
0 0 
Or moj-y6iy yseo Ayep pee zZ ‘ou sijodeeuuiy \ 
g 
ia 
eyes UeOT 
z6 33 
Seeenen ombdsite dg wile a ed aia Cc 
wey Sn 
Sel € 





uo} oWjewW Jed sueyjog jeysng sed sueyjog 


Sedjiq Aaieg 


40QO}00 BuluuiGeq see, 





98/S861 $8/v86l v8/E€86L 
in¢ dy uer 490 ine dy ue oO im iddy ue yO 
62 07 
66 eyei UeO7T 4 o¢ 
ik ascetics ial 
6LL Oe 
6El yy | I | Ss 
moj-uBiy yseo Ajrep MojjeA Z ‘OU SINO7 4S 
6SL OV 


uo} oujew Jed siejog yo Jed suejog 


$O9}Jd Ul0D 





35 


*U.S. GOVERNMENT PRINTING OFFICE: 1986-490-917:20388/ERS 


United States 
Department of Agriculture 


FIRST—CLASS MAIL 
Washington, DC 20250 POSTAGE & FEES PAID 
hee, U.S. Dept. of Agricul 
OFFICIAL BUSINESS — a 

Penalty for Private Use, $300 





Moving? To change your address, send 
this sheet with label intact, showing new 


address, to EMS Information, Rm. 228, 
1301 New York Ave., N.W. Washington, 
D.C. 20005-4788 





LIST OF TABLES 





Page Table 
Supply and Disappearance 
Annual: 1980/81--85/86 
20 1 Feed grains (marketing year) 
21 2 Corn 
22 3 Sorghum 
23 4 Barley 
24 5 Oats 
Quarterly: 1980/81--85/86 
25 6 Feed grains (feed year) 
26 2 Corn (marketing year) 
27 8 Sorghum 
28 9 Barley 
29 10 Oats 
Prices 
30 11 Average prices received by farmers, United States, by months, 
1980-86 
31 12 Cash prices at principal markets, 1980-86 
32 13 Feed price ratios for livestock, poultry, and milk by months, 
1980-86 
33 14 Price trends, selected feeds, and corn products 
Other Feeds 
34 15 Hay (all); acreage, supply and disappearance, 1980-85 


34 16 Annual hay production, pasture-range index, 1980--85 








aoa | 


